In the context of the globalization of the financial sector, notably of the non-banking sector within the European Union member states of the last decades, the assets of the non-bank sector have increased in the last years considerably. Taking into account that the regulatory requirements for consumer finance companies are more permissive than for banking financial institutions and that the financials of the sector are not available for almost half of the sector this paper tries to explain the main determinants of foreign direct investments in consumer finance companies for a panel of European Union member states over the period 2006-2013. My approach is using the panel methodology but testing different panel specifications in order to choose the model that will better explain FDI --fixed effects. Findings show that the percentage of people with internet connection, the quality of the regulatory environment, the trade to GDP, the cost of business start-up procedures, the time required to start a business, the government final spending and the labour costs are the major determinants of foreign investments in consumer finance companies.
EBEEC 2019 inflow to the state. FDI is a source of income for the economy, encourages economic growth, aids the technological development of a country and its factors of production, stimulates domestic investment as domestic producers will focus on increasing economic efficiency and improving the quality of products and services offered, helps to restructure and privatize domestic companies in the sense of finding ways to increase their competitiveness. According to G.M. Agiomirgianakis, D. Asteriou, K. Papathoma, et al. (2003) FDI is defined as capital inflows resulting from multinational companies' activities [30] . Consequently, those factors that determine the behaviour of multinational companies are also those that directly influence FDI.
Following the prior work about NBFIs, the current article tries to reduce the focus of the investment decision to consumer finance companies at European level. According to ECB Statistics Glossary, Financial corporations engaged in lending are Corporations and quasi-corporations, classified as OFIs, specializing mainly in asset financing for households and NFCs. Included are also firms specializing in financial leasing, factoring, mortgage lending and consumer lending.
According to R.B. Davies and N. Killeen (2015) , non-banking financial institutions are a "diverse range of entities subject to regulatory requirements more permissive than banking financial institutions [5] . The OFI sector includes financial corporations involved in lending such as consumer loans, mortgages, financial leasing (including aircraft leasing), factoring firms, investment vehicles (SPVs), financial corporations (FVCs) engaged in activities securitization, financial holding companies, investment funds and securities and derivatives dealers". ECB states that consumer finance companies sit under`'Financial corporations engaged in lending'' and their main objectives vary from 'financial leasing, hire purchase, factoring and the provision of personal or commercial finance''.
Information about other financial institutions (OFI) is dependent on the internal regulation of each country, however, it is widely accepted that there is a gap of knowledge about their activity and performance as they are much less regulated. Information about them can come from`'counterparty sector information (money market institutions loans to other financial institutions)''. Assets of OFI have increased in the past 10 years as a result of lighter regulatory requirements imposed by the regulators (fact which started to change in the past years in case of some countries), because of demographic changes and easier access to credit to people from rural areas but also demand of credit from an ageing population and last but not least the society's evolution to digital platforms. EBEEC 2019 The focus on OFI was largely due to the European Commission's 'Capital markets union' initiative, which aims to maximize the benefits of the capital market and OFI as alternative sources of funding. Thus, the importance of OFI as a source of financing of economic activities and liquidity injection in the market is deduced. Furthermore, in order to better monitor the potential systemic risk that could be created by poor supervision by OFI regulators and supervisors, this paper will bring more transparency to the factors that determine foreign direct investments in OFI and, implicitly, their situation will be more transparent for the authorities.
Literature Review
Literature examining the impact of different macroeconomic variables on foreign direct investment is broad and empirical studies show that a multitude of theoretical models are able to explain the investment decision of companies. While the neoclassical model (which explains international trade as a result of capital return differences) is criticized by the perfect competition hypothesis, J.H. Dunning's (1979) ownership, location, internalization has proven to be an alternative realistic explanation of FDI flows through the involvement of multinationals which are considered to own the market power [12] .
The latter model combines ownership, localization and the benefits of internalization as the determinants of FDI. The combination of property benefits, site benefits (including market size and features), cost of factors of production, transport costs and other factors (such as political regime and infrastructure quality) have been shown to have significant explanatory power in the OLI model. An alternative framework for FDI analysis combining ownership with the location, technology, and country specifics was provided by the new trade theory (which explains both the determinants of vertical and horizontal FDI). Vertical FDI resides in the motivation of companies to move production goods requiring an unqualified but intensive workforce in locations that are rich in these resources, whereas horizontal FDI translates into the desire of companies to place production closer to the customer while maintaining transport costs at a low level. Thus, in his knowledge-capital model, J.R. Markusen (1998) is combining the two types of FDI and asserts that similarities in market size, resource endowment, and transport costs determine the decision to achieve horizontal FDI, while differences in inputs determine commitment to achieve vertical FDI [31] . The risk diversification hypothesis explains another category of multinationals that reflects risk aversion and attempts to diversify risk by initiating FDI. Risk factors (such as market risk, exchange rate and interest rate), as well as fiscal policy variables (such as corporate tax rates, tax concessions and tariffs EBEEC 2019 and other incentives for tax and financial investment) also influence investment decision. Therefore, it is important to note that foreign direct investment should not be explained by unique theories, but by a combination of factors such as property advantages, market size, characteristics, costs of production factors, transport costs and protection factors and risk, the political variables. are attracted to locations where they find similar firms, which signals to new investors that the host country is to be trusted), the quality of the infrastructure, the use of the same currency, the former colony-empire relationship, the same legal system, the same language, a common border. Results show that the probability of a country being chosen as a location for FDI is negatively correlated with market potential and distance, but increases with the size of the host country. In addition, many of the control variables used to stimulate vertical FDI, such as higher corporate tax rates and labour costs lower the probability of decision-making in favour of FDI. Production costs are proving to be key determinants of FDI placement decisions. Gravity factors, such as whether the home and host countries share the same legal, frontier, language and currency system increase the likelihood of non-bank direct foreign investment in the majority of the cases. Host country GDP, infrastructure and agglomeration effects positively influence the investment decision, while corporate tax reduces it. In addition, the same language and the same legal system are also determinant factors that influence the investment decision in a positive direction.
A. Bevan and S. Estrin (2002), some of the pioneers of using panel data in analysing the factors that determine direct bilateral investment flows between western and eastern EBEEC 2019 countries, mainly in the EU, conclude that the the unitary cost of labour force, the market size and proximity are the greatest influencers on FDI [7] . Also, announcing a country's EU accession calendar turns out to be an important factor in the company's investment decision. Moreover, D. Wheeler and A. Mody (1992) and L. Resmini (2001) investigate the impact of institutional factors on FDI [8] . The results show that in the 1980s, shortterm incentives offered by governments, such as reduced taxes, have limited impact on the decision of multinationals as these stimulators are not needed in the context of an economy with a good infrastructure, specialized suppliers and expanding domestic market.
F. Moshirian (2001) studies for the first time factors that influence FDI in the banking sector using time series analysis for the period 1983-1995 [4] . Empirical results indicate that foreign assets of banks in the UK, Germany and the US contribute to the expansion of FDI from both bank and non-bank investors. Furthermore, the author demonstrates that there is a very close link between FDI in the banking system and FDI in the nonbanking system (for example, the existence of previous investments in other areas encourages and increases the confidence of banks in external investment) and the existence of bilateral trade between countries facilitates the opening of subsidiaries in the host country. Another interesting aspect is that if the economic growth in the home country is higher than the economic growth in the host country, banks will prefer to focus on activities in the home country. The exchange rate is also a decisive factor in the FDI flow; thus, a depreciated currency in the host country means lower costs and higher purchasing power for banks seeking investment, which actually encourages investment.
Data and Research Methodology
To start with, data at company level for EU-28 member states was taken from Bureau is being taken --a GUO is an investor who holds over 50 percent of the shares of the company's equity and whose location can be sought by their country ISO code).
The dataset comprises information about 993 consumer finance companies that have reported to Orbis as following the above mentioned criteria. Out of this 993 companies, 713 have more than 10 employees while the rest of 280 have between one and 10 employees. Table 1 shows that from the sample of 690 consumer finance companies found Thus two groups have been made: a group with 1-10 employees and another group with more than 10 employees. Thus the model is not combining only one theory which explains the inflows of foreign direct investment, but actually a combination of theories which have been developed over time but also an element of today's modern society --internet connection per number of inhabitants, which is also a basic requirement for consumer finance company to operate in.
As the countries included in the model have different structures and economic developments the panel data was estimated using fixed effects as a way to leave the intercept to vary across time and countries (cross or/and period fixed effects specification). Coefficients were estimated using Panel Least Squares after checking the stationarity of the data with Levin, Lin, Chu test. In addition to this, Durbin-Wu-Hausman test was also applied to test the endogeneity of the data with White period standard errors and degrees of freedom correction.
Results
In order to avoid the existence of a regression which is not genuine, tests for unit root were performed as interactions between different types of non-stationary variables in (2000) and Hadri test in order to assess the robustness of the results.
The results in table 4 reject the null hypothesis of the data having a unit root at 5 percent in the majority of the tests employed, meaning that if we consider the majority rule that two out of three tests show the series is stationary then we accept the null hypothesis and conclude that the series are stationary. Note: The null hypothesis is that the series is a unit-root process; p-values are reported in parentheses. 
Conclusions
Even though significant growth and complexity of non-bank financial institutions started happening in the past 10 years and their role in financing natural persons has increased substantially as an alternative way of financing to traditional bank loans, there is still room for empirical studies to be performed as the existing literature in the field is scarce. This is due to the fact that the consumer finance sector is still not regulated as much as a traditional lender and that there are gaps in financial data provided by them to the public. Thus, the aim of this paper has been to try to find the determinants that affects There is, without debt, more need to investigate the determinants of FDI, in this still not that much explored field of consumer finance, for instance combining macroeconomic variables with company data as a way to understand the rationale of choosing a particular country to invest in. Also, I believe taking into account the potential nonlinearity of this relationship could be a good investigation subject in the near future.
